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arising out of the maintenance or use of a motor vehicle or motorcycle that are

executed, issued, issued for delivery, delivered, continued, or renewed in this state
after September 30, 1985. Section 188 is effective for promissory notes taken on
and after January 1, 1986. Sections 291, 364, and 365 are effective January 1,

1986. Sections 220, 221, and 223 to 227 are effective for the licensing year

beginning March 1, 1986, and for each licensing year thereafter. Sections 202,

208 to 211 and 216 are effective July 1, 1986. Section 330 is effective January 1,

1987, Section 369 is effective July 1, 1987.
Approved June 27, 1985

CHAPTER 14 — H.F.No. 10

An act relating to financing and operation of state and local government; simplifying
Minnesota income tax law by increasing conformity to federal income tax law; changing
income tax rates, rate brackcts, credits, and deductions; providing for computation of interest
on overpayments; reducing the estate tax; changing corporate income tax provisions;
rescheduling payments and increasing the budget reserve; reducing sales tax rate on farm
machinery and providing sales tax exemptions; changing taxation of agricultural gasoline;
changing the tax credit on fermented malt beverages; changing motor vehicle excise taxes for
certain automobiles; authorizing lodging taxes for towns and unorganized territories; recodi-
Jying property tax law; changing property tax exemptions, classes, classification ratios, and
credits; changing the taxation of telephone companies; providing for the allocation of
industrial revenue bonds; providing economic development incentives; establishing a Jobs
program;  providing for retention of morigage registration and deed taxes by counties;
altering provisions relating to the iron range resources and rehabilitation board; changing
mining taxes; authorizing reimbursement to local units of government for certain railroad
property tax abatements; giving enforcement powers to the department of revenue; changing
provisions relating to leased state lands; increasing cigarette taxes and allocating the
proceeds; providing for studies; imposing duties on the commissioner of revenue, commission-
er of natural resources, and the state auditor; changing property tax provisions relating to
collection of property tax, confessions of judgment, special assessments, and sale of tax forfeit
lands; changing property tax refund benefit schedules and definitions; changing local
government aids; authorizing the issuance of bonds; changing computation of adjusted levy
limit base; changing tax court jurisdiction; changing certain dates; changing and adding
definitions; changing provisions relating to the Hennepin county park reserve district;
updating income tax provisions to changes in the Internal Revenue Code; providing penalties;
appropriating money; amending Minnesota Statutes 1984, sections 104.31, subdivisions 1 and
3 13.04, subdivision 2; 13.58; 15A4.081, subdivisions 1 and 8 16A4.128, subdivision 2;
164.15, subdivisions 1 and 6; 16A.641, subdivision 11; 16B.60, subdivision 5; 18.023,
subdivision 7: 37.17, subdivision I; 41.55; 47.58; subdivisions 2 and 3; 60A.15, subdivision
12; 604.199, subdivision 8; 84B.08, subdivision 6; 854.05, subdivision 5; 86.33; 92.46,
subdivision 1; 93.55, subdivision 2; 97.488, subdivision la; 110A.28, subdivisions 11 and 12;
T15A4.58, subdivision 6; 116.16, subdivisions 1 and 2; 116,17, subdivision 6: 116,18,
subdivisions 1, 2a, and 3a; 116C.63, subdivision 4; 116J.035, by adding a subdivision;
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1161.64, subdivision 6; 116L.03, subdivision 7; 116L.04, by adding a subdivision; 116M.03,
by adding a subdivision; 116M.06, subdivisions 2 and 3; 116M.07, subdivision 11, and by
adding subdivisions; 116M.08, subdivision 11; 117.55; 121.904, subdivision 4c, and by
adding a subdivision; 124.155, subdivision 2; 124.2131, subdivision 3; 124.2137, subdivision
1; 1242138, subdivision 4; 124.2139; 124.46, subdivision 3; 124A4.02, subdivisions 11 and
12; 1294.02, subdivision 2; 136,40, subdivision 7; 136,63, by adding a subdivision; 136C.06;
136C.43, subdivision 6; 145.882; 145.883, subdivision 8, and by adding a subdivision;
145.884, subdivision 1; 145.885; 145.886; 167.52; 168.012, subdivision 9; 174.51, subdivi-
sion 6 178.03, by adding a subdivision; 245.87: 248.07; 248,08: 256.01, subdivision 4
256,736, subdivisions 1, 3, 4, 5, 7, and by adding subdivisions; 256.737; 256C.24; 256C.25,
subdivision 1; 256C.26; 256D.02, subdivision 13; 256D.03, subdivision 2; 256D.09, subdivi-
sion 3; 268,31y 268.32; 268.33; 268.34; 268.36; 268.672, subdivisions 6 and 12; 268.673,
subdivisions 3, 4, 5, and 6; 268.676; 268.677: 268,678, subdivisions 1, 3, 4, 5, and 6;
268.679: 268.681; 268.682; 270.68, subdivision 4; 2704.07, subdivision 5; 271.01, subdivi-
sion §; 271.12; 272.02, subdivision 1, as amended, and by adding a subdivision; 272.03,
subdivision 1: 272,039; 272.04, subdivision 1; 272.115, subdivision 4; 273.11, subdivision &;
273.1104, subdivision 1; 273.1105, subdivision 2; 273.111, subdivision 11; 273.115, subdivi-
sion 7+ 273.116, subdivision 7; 273.118; 273.121; 273,123, subdivisions 1 and 4; 273.13,
subdivisions 4, as amended, 6, 7, 7a, 8a, 9, 14a, 15a, 17b, 19, and by adding subdivisions;
273.1311; 273.1313, subdivisions 1, 2, 3, and by adding a subdivision; 273.1314, subdivisions
8 and 16a; 273.1315; 273.133, by adding a subdivision; 273.135; subdivisions 1 and 2;
273.136, subdivisions 1, 2, 3, and 4; 273.1391, subdivisions 1 and 2; 273.1392; 273.1393, as
added; 273.38; 273,42, subdivision 2; 773.74, subdivision 2, and by adding a subdivision;
273.75, subdivision 4; 274,19, subdivisions 1, 2, 3, 4, 6, 7, and by adding a subdivision;
275,50, subdivision 5; 275.51, subdivision 3h; 276,04; 277.03; 277.10; 278.01, subdivisions
1 and 2; 278,05, subdivision 5; 279.01, subdivision 1, as amended; 279.06; 279.37,
subdivisions 1, 3, 4, 8, and by adding a subdivision; 281.17; 281.23, subdivision 1; 281.29;
282.01, subdivision 7a; 282.021; 282.261, by adding a subdivision; 287.05, subdivision I;
287.08; 287.09; 287.12; 287.21, subdivision 2; 287.23; 287.25; 287.27; 287.28 287.29,
subdivision 1; 287.33; 287.35; 290.01, subdivisions 19, 20, as amended, 20a, 20b, 20d, 20,
20f, and 21; 290,032, subdivisions 1 and 2; 290.05, subdivision 3; 290.06, subdivisions 2c,
2d, 2f, 3f 3g and 11; 290.067, subdivision I; 290.068, subdivisions 1, 2, 3, 4, and 5;
290.069, subdivisions 2, 2a, 4a, 4b, 5, 6, and 7; 290.07, subdivisions 5 and 7; 290.071,
subdivision 5; 290,079, subdivision 1; 290.08, subdivision 26; 290.088;: 290.089, subdivisions
2, 3, and 7+ 290.09, subdivisions 1, 2, 7, and 19; 290.091; 290.095, subdivisions 7, 9, and 11;
290.10: 290.12, subdivision 2; 290.13, subdivision I; 290,131, subdivision 1; 290.132,
subdivision 1; 290.133, subdivision 1; 290,135, subdivision 1; 290.136, subdivision 1; 290.14;
290.16, subdivisions 3, 7, 9, 13, 15, 16, and by adding a subdivision; 290.17, subdivision 2;
290.18, subdivision 2; 290.19, subdivision 1; 290.21, subdivisions 4 and 8 290.23, subdivi-
sion 5; 290.26, subdivision 2; 290.31, subdivisions 2, 4, and 5; 290.37, subdivision 1; 290.38;
290.41, subdivisions 1, 2, and by adding a subdivision; 290.50, subdivisions 1, 5, and 6;
290.53, subdivisions 9 and 11; 290.65, subdivision 16; 290.92, subdivisions 2a, 11, 13, 15, 1§,
19, as amended, and 21; 290.93, subdivisions 1, 3, 5, 6, 7, 9, and 10; 290.931, subdivision I;
290.936;: 290A.03, subdivisions 3, as amended, 6, 12, 13, and 14; 2904.04, subdivisions 1, 2,
and 3; 2904.06; 290A4.07, subdivisions 2a and 3; 2904.19, as amended; 291.005, subdivi-
sion 1; 291.03, subdivision 1; 291.075: 291.09, subdivisions la, 2a, and 3a; 291.11,
subdivision 1; 291.15, subdivisions 1 and 3; 291215, subdivision 1; 291.32; 294.09,
subdivision 1; 295,01, subdivision 10; 295.34, subdivision 1; 296.01, subdivision 24; 296.02,
subdivisions 7 and 8 296.18, subdivision 1, as amended; 296.22, subdivision 13; 297.02,
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subdivision 1; 297.03, subdivisions 5 and 6; 297.13, subdivision 1; 297.22, subdivision I;
297.32, subdivisions 1, 2, and by adding a subdivision; 297.35, subdivision 1; 2974.01,
subdivisions 14 and 15; 297A4.02, subdivision 2; 2974.14; 2974.15, subdivision 5; 2974.25,
subdivision 1; 297A.35, subdivision 1; 2974.39, subdivision 8 297B.02; 297B.03; 297C.02,
as added; 298.01, subdivision 1, as amended; 298.03; 298.031, subdivisions 2 and 3; 298.09,
subdivision 4; 298.223; 298225, as amended; 29824, subdivision 4; 298.27: 298.28,
subdivisions 1, as amended, and 2; 298282, subdivisions 1, 4, and 5; 298.292; 298.293;
299.01, subdivision 1, as amended; 299.05; 299F.26, subdivision 1; 325D.41; 360.301,
subdivision 1; 462,445, subdivision 13; 4624.22, subdivision 1, as amended; 462C.02, by
adding subdivisions; 462C.03, subdivision 1, and by adding a subdivision; 462C.04, subdivi-
sion 2; 462C.09, subdivisions 2a, 3, and by adding a subdivision; 473.556, subdivision 4;
473F.02, subdivisions 3 and 4; 474.16, subdivision 3, and by adding subdivisions; 474.17;
474.19; 474.20; 474.22; 474.23; 475.52, subdivision 6; 475.54, subdivision 1, and by adding
a subdivision; 475.56; 475.58, subdivision 1; 475.60, subdivision 2; 475.67, subdivision 8§,
and by adding a subdivision; 475.754; 475A.06, subdivision 6; 4774.011, subdivisions 3, 10,
and by adding subdivisions; 4774.012; 4774.013; 4774.018; 514.03, subdivision 3;
524,3-1202; and 583.02; Laws 1967, chapter 721, section 2, as amended; Laws 1979,
chapter 288, section 2, subdivisions 2, 3, and 4, and section 3; Laws 1981, chapter 223,
section 4, subdivisions 2 and 3; Laws 1982, chapter 523, article XXX, section 4, subdivision 1,
as amended; Laws 1984, chapter 502, article 5, section 19, subdivision 1, and article 11,
section 6; Laws 1985, chapter 83, section 7; proposing coding for new law in Minnesota
Statutes, chapters 164; 116; 124; 144; 145; 248; 256C; 256D; 268 270; 272; 273; 290
2974y 297B; 298; 325E; 462C: and 474; proposing coding for new law as Minnesota
Statutes, section 267; repealing Minnesota Statutes 1984, sections 41.58, subdivision 3; 41.59,
subdivisions 2 and 3; 55.10, subdivision 2; 62E.03, subdivision 2; 116.18, subdivision 2;
1294.02, subdivision 4; 145.884, subdivision 2; 245.84, subdivision 2; 256,736, subdivisions 1
and 2; 256D.02, subdivision 8a; 256D.111, subdivision la; 256D.112; 268.011; 268.012;
268.013; 268.12, subdivisions 1 and la; 268.671; 268.672, subdivisions 2, 8, 10, and 11;
268.673, subdivisions 1 and 2; 268.674; 268.675; 268.676, subdivision 3; 268.678, subdivi-
sions 2, 7, and 8 268.679, subdivisions 1 and 2; 268.68; 268.683; 268.684; 268.685;
268.686; 268.80; 268.81; 268.82; 268.83; 268.84; 270.75, subdivision 7; 273.1105; 273.13,
subdivisions 2, 2a, 3, 4, 5a, 6, 6a, 7, 7b, 7c, 7d, 8a, 9, 10, 11, 12, 14a, 16, 17, 17a, 17b, 17c,
17d, 19, 20, Gnd 21; 273.133; 273.15 287.27: 287.29, subdivision 3; 287.32; 290.01,
subdivisions 20c and 26; 290.012; 290.06, subdivisions 3d, as amended, 3e, 14, 16, 17, 18,
and 19; 290.069, subdivision 4, 290.077, subdivision 4; 290.08, subdivisions 23 and 24;
290.089, subdivisions 4 and 6; 290.09, subdivision 29; 290.101, as amended; 290.18,
subdivision 4; 290.39, subdivision 2; 290.41, subdivision 5; 290A.04, subdivisions 2a and 2b;
291.015; 291.03, subdivisions 3, 4, 3, 6, and 7; 291.05; 291.051; 291.06; 291.065; 291.07;
291.08; 291.09, subdjvision 5; 291.111; 291.131, subdivisions 5 and 6; 291,132y 291.15,
subdivision 2; 291.18; 291.20; 291.29, subdivision 5; 295.34; 297.02, subdivision 2; 385.36;
462C.09, subdivision 2; 474,16, subdivision 4; 474.18; 474.24; and 4774.0131; Laws 1982,
chapter 523, article VII, section 3; and Laws 1984, chapter 502, article 2, section 4, and

chapter 582, section 23.
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1
INCOME TAX

Section 1. Minnesota Statutes 1984, section 10A.31, subdivision 1, is
amended to read:
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Subdivision 1. Every individual resident of Minnesota who files an
income tax return or a renter and homeowner property tax refund return with the
commissioner of revenue may designate on their original return that $2 shall be
paid from the general fund of the state into the state elections campaign fund. If
a husband and wife file a joint return, each spouse may designate that $2 shall be
paid. An individual who is 18 years of age or older; who is a resident of
Minnesota; and who is a dependent of anether individual whe files a tax retura o
a renter and homeowner property tax refund return; may designate that $2 shall
be paid from the general fund of the state into the state elections campaign fund.
No individual shall be allowed to designate $2 more than once in any year.

Sec. 2. Minnesota Statutes 1984, section 10A.31, subdivision 3, is
amended to read:

Subd, 3, The commissioner of the department of revenue shall provide
on the first page of the income tax form and the renter and homeowner property
tax refund return a space for the filing individual and any adult dependent of that
individual to indicate whether o net he wishes to allocate $2 ($4 if filing a joint
return) from the general fund of the state to finance the election campaigns of
state candidates. The form shall also contain language prepared by the commis-
sioner which permits the individual to direct the state to allocate the $2 (or $4 if
filing a joint return) to: (i) one of the major political parties; (ii) any minor
political party as defined in section 10A.01, subdivision 13, which qualifies under
the provisions of subdivision 3a; or (iii) all qualifying candidates as provided by
subdivision 7, The dependent on the tax return or the renter and homeowsner
property tax refund return shall sign a statement which authorizes the desipna-
tion of $2- The renter and homeowner property tax refund return shall include
instructions that the individual filing the return may designate $2 on the return
only if he has not designated $2 on the income tax return.

Sec. 3. Minnesota Statutes 1984, section 13.04, subdivision 2, is amended
to read:

Subd. 2. INFORMATION REQUIRED TO BE GIVEN INDIVIDU-
AL. An individual asked to supply private or confidential data concerning himself
shall be informed of: (a) the purpose and intended use of the requested data
within the collecting state agency, political subdivision, or statewide system; (b)
whether he may refuse or is legally required to supply the requested data; (c) any
known consequence arising from his supplying or refusing to supply private or
confidential data; and (d) the identity of other persons or entities authorized by
state or federal law to receive the data. This requirement shall not apply when
an individual is asked to supply investigative data, pursuant to section 13.82,
subdivision 5, to a law enforcement officer.

The commissioner of revenue may place the notice required under this

instead of on those forms.

Sec. 4. Minnesota Statutes 1984, section 41.55, is amended to read:
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41.55 ELIGIBILITY.

A family farm security loan approval may be granted if the following
criteria are satisfied:

(2) That the applicant is a resident of the state of Minnesota;

(b) That the applicant has sufficient education, training, or experience in
the type of farming for which he wishes the loan and continued participation in a
farm management program, approved.by the commissioner, for at least the first
ten years of the family farm security loan;

(c) That the applicant, his dependents and spouse have total net worth
valued at less than $75,000 and has demonstrated a need for the loan;

(d) That the applicant intends to purchase farm land to be used by the
applicant for agricultural purposes;

(e) That the applicant is credit worthy according to standards prescribed
by the commissioner;

€ That the seller has not acquired the farm land for purposes of obtaining
the income tax exemption allowed by sections 41.58 and Laws 1976, chapter 210;
section 12.

Sec. 5. Minnesota Statutes 1984, section 117.55, is amended to read:

117.55 PAYMENTS NOT CONSIDERED INCOME FOR TAX OR
PUBLIC ASSISTANCE PURPOSES. ‘

No payments received under sections 117.50 to 117.56 shall be considered
as income for the purposes of chapter 290; er for purposes of determining the
eligibility or the extent of eligibility of any person for public assistance based on
need under the laws of the state of Minnesota.

Sec. 6. Minnesota Statutes 1984, section 270.68, subdivision 4, is amend-
ed to read:

Subd. 4. CONFESSION OF JUDGMENT. (a) The commissioner may,
within 3-1/2 years after any return or report is filed, notwithstanding section
541.09, enter judgment on any confession of judgment contained in the return or
report after ten days notice served upon the taxpayer by mail at the address
shown in his return or report. The judgment shall be entered by the clerk of
court of any county upon the filing of a photocopy or similar reproduction of that
part of the return or report containing the confession of judgment along with a
statement of the commissioner or his agent that the tax has not been paid. The
commissioner may prescribe the words for the confession of judgment statement
contained on the return or report.

(b) Notwithstanding any other provision of the law to the contrary, the
commissioner may, within five years after a written agreement is signed by the
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taxpayer and the commissioner under the provisions of section 270.67, subdivi-
sion 2, enter judgment on the confession of judgment contained within the
agreement after ten days notice served upon the taxpayer at the address shown in
the agreement. Such judgment shall be entered by the clerk of court of any
county upon the filing of the agreement or a certified copy thereof along with a
statement of the commissioner or his agent that the tax has not been paid.

Sec. 7. Minnesota Statutes 1984, section 290.01, subdivision 19, is
amended to read:

Subd. 19, NET INCOME. The term “net income” means the gross
income, as defined in subdivision 20, less the following deductions to the extent
allowed by section 290.18, subdivision 1: |

(a) For corporations, the deductions allowed by section 290.09;

(b) For individuals, the deductions allowed in section 290.088, without
regard to sections 290.18, subdivision 15 if the taxpayer elects to compute the
taxes under section 290.06, subdivision 2c, paragraph (a) or (c); 290.089; and
290.09; and

(c) For estates and trusts, the deduction allowed by section 290.088,
without regard to section 290.18, subdivision 1 if the taxpayer elects to compute
the taxes under section 290.06, subdivision 2¢c, paragraph (c).

Sec. 8. Minnesota Statutes 1984, section 290.01, subdivision 20, as
amended by Laws 1985, chapter 2, section 1, is amended to read:

Subd. 20. GROSS INCOME, Except as otherwise provided in this
chapter, the term “gross income,” as applied to corporations includes every kind
of compensation for labor or personal services of every kind from any private or
public employment, office, position or services; income derived from the owner-
ship or use of property; gains or profits derived from every kind of disposition of,
or every kind of dealing in, property; income derived from the transaction of any
trade or business; and income derived from any source.

The term “gross income’ in its application to individuals, estates, and
trusts shall mean the adjusted gross income as defined in the Internal Revenue
Code of 1954, as amended through the date specified herein for the applicable
taxable year, with the modifications specified in this subdivision and in subdivi-
sions 20a to 20f. For estates and trusts the adjusted gross income shall be their
federal taxable income as defined in the Internal Revenue Code of 1954, as
amended through the date specified herein for the applicable taxable year, with
the modifications specified in this subdivision and in subdivisions 20a to 20f

(i) The Internal Revenue Code of 1954; as amended through December 34,
1976, including the amendments made to section 280A- (relating to lcensed day

care centers) in H-R- 3477 as it passed the Congress on May 16; 1977; shall be in
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the Tax Reform Aect of 1976; P.L. 94-455; which affect adjusted gross income
shall become effective for purpoeses of this chapter at the same time they become

The provisions of section 4 of P.L: 95-458; sections 131; 133; 134; 44
152; 156; 157; 405; and 543 of B.L. 95-600; and section 2 of P.L. 96-608 (relating
to pensions; individual retirement accounts; deferred compensation plans; the sale
of a residence and to conservation payments to farmers) including the amend-
ments made to these sections in P.1. 96-222 shall be effective at the same time

(i) The Internal Revenue Code of 1954; as amended through December
31; 1979, shall be in effect for taxable years beginning after December 31; 1979,

@i The Internal Revenue Code of 1954, as amended through December
31, 1980, and as amended by sections 302(b) and 501 to 509 of Public Law
Number 97-34, shall be in effect for taxable years beginning after December 31,
1980 including the provisions of section 404 (relating to partial exclusions of
dividends and interest received by individuals) of the Crude Oil Windfall Profit
Tax Act of 1980, P.L. 96-223. The provisions of P.L. 96-471 (relating to
installment sales) sections 122, 123, 126, 201, 202, 203, 204, 211, 213, 214, 251,
261, 264, 265, 311(g)(3), 313, 314(a)(1), 321(a), 501 to 507, 811, and 812 of the
Economic Recovery Tax Act of 1981, Public Law Number.97-34 and section 113
of Public Law Number 97-119 shall be effective at the same time that they
become effective for federal income tax purposes.

@) (ii) The Internal Revenue Code of 1954, as amended through Decem-
ber 31, 1981, shall be in effect for taxable years beginning after December 31,
1981. The provisions of sections 205(a), 214 to 222, 231, 232, 236, 247, 251, 252,
253, 265, 266, 285, 288, and 335 of the Tax Equity and Fiscal Responsibility Act
of 1982, Public Law Number 97-248, section 6(b)(2) and (3) of the Subchapter S
Revision Act of 1982, Public Law Number 97-354, section 517 of Public Law
Number 97-424, sections 101(c) and (d), 102(a), (aa), (@), (g), (), (1), 103(c),
104(b)(3), 105, 305(d), 306(a)(9) of Public Law Number 97-448, and sections 101
and 102 of Public Law Number 97-473 shall be effective at the same time that
they become effective for federal income tax purposes. The Payment-in-Kind
Tax Treatment Act of 1983, Public Law Number 98-4, shall be effective at the
same time that it becomes effective for federal income tax purposes.

@ (iii) The Internal Revenue Code of 1954, as amended through January
15, 1983, shall be in effect for taxable years beginning after December 31, 1982.

@) (iv) The Internal Revenue Code of 1954, as amended through
December 31, 1983, shall be in effect for taxable years beginning after December
31, 1983,
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The provisions of section 611(a) of the Deficit Reduction Act of 1984,
Public Law Number 98-369, shall be effective at the same time that they become
effective for federal income tax purposes.

(v) The Internal Revenue Code of 1954, as amended through May 25,
1985, shall be in effect for taxable years beginning after December 31, 1984.

References to the Internal Revenue Code of 1954 in subdivisions 20a, 20b,
20¢; 20e, and 20f shall mean the code in effect for the purpose of defining gross
income for the applicable taxable year,

Sec. 9. Minnesota Statutes 1984, section 290.01, subdivision 20a, is
amended to read:

Subd. 20a. MODIFICATIONS INCREASING FEDERAL ADJUST-
ED GROSS INCOME. There shall be added to federal adjusted gross income:

(1) Interest income on obligations of any state other than Minnesota or a
political subdivision of any other state exempt from federal income taxes under
the Internal Revenue Code of 1954;

(2) Income taxes imposed by this state or any other taxing jurisdiction, to
the extent deductible in determining federal adjusted gross income and not
credited against federal income tax;

(3) The amount of any increase in the taxpayer’s federal tax lability under
section 47 of the Internal Revenue Code of 1954 to the extent of the credit under
section 38 of the Internal Revenue Code of 1954 that was previously allowed as a
(_7_)§

{4) Expenses and losses arising from a farm which are not allowable under

¢5) Bxpenses and depreciation attributable to substandard buildings disal-
lowed by section 290-101;

{6) The amount by which the gain determined pursuant to section 41-59;
subdivision 2 exceeds the amount of such gain included in federal adjusted gross
income;

D To the extent deducted in computing the taxpayer’s federal adjusted
gross income for the taxable year; losses recognized upon a transfer of property to
the spouse or former spouse of the taxpayer in exchange for the release of the

(8) Interest income from qualified scholarship funding bonds as defined in

section 103(e) of the Internal Revenue Code of 1954, if the nonprofit corporation
is domiciled outside of Minnesota;
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€9 (4) Exempt-interest dividends, as defined in section 852(b)(5)(A) of the
Internal Revenue Code of 1954, not included in federal adjusted gross income
pursuant to section 852(b)(5)(B) of the Internal Revenue Code of 1954, except for
that portion of exempt-interest dividends derived from interest income on obli-
gations of the state of Minnesota, any of its political or governmental subdivi-
sions, any of its municipalities, or any of its governmental agencies or instrumen-
talities; .

@O)Iheameumdanye*eludedgaiﬁ;eeegﬂizedbya@uﬁ%thesaleef
Wﬁmwmmm%&mmmm
of 1954;

%I@&eeﬁemmmhdedmthemayeﬁsfeé&aladjustedgmss
income, the amount of any gain; from the sale or other disposition of property
mammmwmmmwmmm
If the gain is considered a long term capital gain for federal income tax purposes;
the modification shall be limited to 40 percent of the portion of the gain. This
modification is limited to property that qualified for the equity investment credit

ined in on 200.069, subdivision 4; and to ired in exel
for the release of the taxpayer’s marital rights contained in section 290-14; clause
&

€2y (5) For an estate or trust, the amount of any loss from a source
outside of Minnesota which is not allowed under section 290.17 including any
capital loss or net operating loss carryforwards or carrybacks resulting from the
loss;

@3) (6) To the extent deducted in computing the estate or trust’s federal
taxable income, interest, taxes and other expenses which are not allowed under
section 290.10, clause (9) or (10); and

(14) The deduction for two-earner married couples provided in section 221
of the Internal Revenue Code of 1954;

a5y (7) Losses from the business of mining as defined in section 290.05,
subdivision 1, clause (a) which is not subject to the Minnesota income tax;

@@E*pemesanddep;eeiaﬁenat@ﬁbutable%epmpsﬁysubjee@tem
%ehaptesé%%;afﬁele%seeﬁenswhiehhasnetbeen;egist@edg

%%mdmmmmmm
including a lified volus 1 bt mslified 1 en-
sieaplan;esselﬁempbyed;eﬁrememmm&isaueweduﬂdesseeﬁensm
and 312 of Public Law Number 97-34; section 238 of Public Law Number
97248, and section 103()(1)}B) of Public Law Number 97-448 to the extent
those contributions were not an allowable deduction prior to the enactment of
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is contributed during the taxable year to a tax credit employee stock ownership
plan that satisfies the requirements of sections 44G and 409A of the Internal
Revenue Code of 1954 shall not be required; as a consequence of that contribu-
ton;y to include contributions to another plan or acceunt in gross income under
this clause to the extent the contributions do not exceed the difference between

¢18) To the extent net included in the taxpayer’s federal adjusted gross
income; the amount of any contributions to a qualified pension plan; designated
as employee contributions but which the employing unit picks up and which are
treated as employer contributions pursuant to section H4(h)(2) of the Internal
Revenue Code of 1954; provided that employee contributions to police and fire
contributions to organizations qualified under section 501()4) of the Internal
Revenue Code of 1954 shall not be included in gross income under this clause,

Sec. 10. Minnesota Statutes 1984, section 290.01, subdivision 20b, is |
amended to read: |

Subd. 20b. MODIFICATIONS REDUCING FEDERAL ADJUSTED
GROSS INCOME. There shall be subtracted from federal adjusted gross income:

(1) Interest income on obligations of any authority, commission or
instrumentality of the United States to the extent includible in gross income for
federal income tax purposes but exempt from state income tax under the laws of
the United States;

(2) The portion of any gain, from the sale or other disposition of property
having a higher adjusted basis for Minnesota income tax purposes than for federal
income tax purposes, that does not exceed such difference in basis; but if such
gain is considered a long-term capital gain for federal income tax purposes, the
modification shall be limited to 40 per centum of the portion of the gain. Fhis
modification shall not be applicable if the difference in basis is due to disallow-
ance of depreciation pursuant to section 290-101:;

(3) Income from the performance of personal or professional services
which is subject to the reciprocity exclusion contained in section 290.081; clause
@)

) Losses, not otherwise reducing federal adjusted gross income assignable
to Minnesota, arising from events or transactions which are assignable to
Minnesota under the provisions of sections 290.17 to 290.20, including any
capital loss or net operating loss carryforwards or carrybacks or out of state loss
carryforwards resulting from the losses, and including any farm loss carryfor-
wards or carrybacks;

) (@ If included in federal adjusted gross income, the amount of any
eredit received; whether received as a refund or credit to another taxable year's
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income tax liability, pursuant to chapter 290A; and the amount of any over-
payment of income tax to Minnesota, or any other state, for any previous taxable
year, whether the amount is received as a refund or credited to another taxable

year’s income tax liability;

(6) To the extent included in federal adjusted gross inceme; or the amount
reflected as the ordinary income portion of a lump sum distribution under sestion
402(e) of the Internal Revenue Code of 1954; notwithstanding any other law to
agencies or imstrumentalities; the Federal Reserve Bank or from the state of
Minnesota of any of its political or governmental subdivisions or from any other
state or its pelitical or governmental -subdivisions; or a Minnesota volunteer
firefighter’s relief association; by way of payment as a pension; public employee
retivement benefit; or any combination thereof; (i) as a retirement or survivor’s
benefit made from a plan qualifying under section 401; 403; 404; 405; 408; 409 o
409A. of the Internal Revenue Code of 1954; or (iii) severance pay distributed to
an individual upon discontinuance of the individual’s employment due to termi-
termination is reasonably likely to be permanent; involves the discharge of at Jeast
75 percent of the employees at that site within a one-year period; and the business
is not acquired by another person who continues operations at that site. The
of a lump sum distribution as defined in section 402(e) of the Internal Revenue
Code of 1954; exeeeds $17;000. For purposes of the preceding sentence; “federal
benefit amounts provided in sections 86 and 72(@) of the Internal Revenue Code
of 1954. Eor purposes of this clause; “severance pay” means an amount received
for cancellation of an employment contract of a collectively bargained termi-
nation payment made as a substitute for income which would have been earned
for persenal services to be rendered in the future: In the case of a velunteer

firefighter who receives an involuntary lump sum distribution of his pension or - -

retirement benefits; the maximum amount of this sublraction shall be $11;000;
this subtraction shall not be reduced by the amount of the individuals federal
adjusted gross income in excess. of $174000;

€D To the extent included in the taxpayer's federal adjusted gross income
for the taxable year; gain recognized upon a transfer of property to the spouse or
former spousc of the taxpayer in exchange for the release of the spouse’s marital
rights;

8) (5) The amount of any distribution from a quallﬁed pension or proﬁt
sharing plan included in federal adjusted gross income in the year of receipt to
the extent of any contribution not previously allowed as a deduction by reason of
a change in federal law which was not adopted by Minnesota law for a ‘taxable
year beginning in 1974 or later;

Changes or additions are indicéted by underline, deletions by strikeout.




LAWS of MINNESOTA for 1985
FIRST SPECIAL SESSION

(9) (6) Interest; including payment adjustment to the extent that it is
applied to interest; earned by the seller of the property on a family farm security
loan executed before January 1; 1986 that is guaranteed by the commissioner of
agriculture as provided in sections 415} to 4160 Pension income as provided by
section 290.08, subdivision 26;

Ch. 14, Art. 1

{0) (7) The first $3,000 of compensation for personal services in the
armed forces of the United States or the United Nations, and the next $2,000 of
compensation for personal services in the armed forces of the United States or the
United Nations wholly performed outside the state of Minnesota. This modifica-
tion does not apply to compensation defined in subdivision 20b, clause (6);

{1 In the case of wages or salaries paid or incurred on or after January
L 1977 the amount of any eredit for employment of certain new employees
under sections 44B and 51 te 53 of the Internal Revenue Code of 1954 which is
claimed as a credit against the taxpayer’s federal tax liability, but oaly to the
extent that the credit is connected with or allocable against the production or
receipt of income included in the measure of the tax imposed by this chaptes:

€2 (8) Unemployment compensation to the extent includible in gross
income for federal income tax purposes under section 85 of the Internal Revenue
Code of 1954;

¢3) (9) For an estate or trust, the amount of any income or gain which is
not assignable to Minnesota under the provisions of section 290.17;

4 Interest earned on a contract for deed entered into for the sale of
property for agricultural use if the rate of interest set in the contract is no more
than nine percent per year for the duration of the term of the contract. This
exclusion shall be available enly if (1) the purchaser is an individual whe;
together with his spouse and dependents; has a total net worth valued at less than
$150,000 and (2) the property sold under the contract is farm land as defined in
seetion 41.52; subdivision 6 of no more than 1,000 acres that the purchaser
intends to use for agricultural purpeses: Compliance with these requirements
shall be stated in an affidavit to be filed with the first income tax return on which
the taxpayer claims the exclusion provided in this clause. Upon request accom-
shall determine whether interest to be paid on a propesed transaction will qualify
for this exclusion; the determination shall be provided within 30 days of receipt
of the request; unless the commissioner finds it necessary to obtain additienal
information; or verification of the information provided; in which case the
determination shall be provided within 30 days of receipt of the final item of
information or verification- The exclusion provided in this clause shall apply to
interest earned on contracis for deed entered into after December 31; 1981 and
before July 1, 1983;
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@5) (10)(a) Income from the business of mining as defined in section
290.05, subdivision 1, clause (a) which is not subject to the Minnesota income
tax; (b) to the extent included in computing federal adjusted gross income,
expenses and other items allocable to the business of mining or producing iron
ore, the mining or production of which is subject to the occupation tax imposed
by section 298.01, subdivision 1, shall be allowed as a subtraction to the extent
that the expenses or other items are included in computing the modifications
prov1ded in section 1 290. 01, subdivision 20a, clause g_) or paragraph (a) of thlS

capitalizable, retainable in basis, or taken _131;9 account by allowance ¢ or otherwise
in computing the occupation tax. Occupation taxes imposed under chapter 298,
royalty taxes imposed under chapter 299, and depletion expenses may not be
subtracted under this paragraph,;

¢6) (11) To the extent included in federal adjusted gross income, distribu-
tions from a qualified governmental pension plan which represent a return of
designated employee contributions to the plan and which contributions were
included in gross income pursuant to Minnesota Statutes 1984, section 290.01,
subdivision 20a, clause (18). The provisions of this clause shall apply before the
provisions of clause (6) apply and an amount subtracted under this clause may
not be subtracted under clause (6); and

7 (12) To the extent included in federal adjusted gross income, distribu-
tions from an individual retirement account which represent a return of contribu-
tions if the contributions were included in gross income pursuant to Minnesota
Statutes 1984, section 290.01, subdivision 20a, clause (17). The distribution shall
be allocated first to return of contributions included in gross income until the
amount of the contributions has been exhausted; and

{18) To the extent included in federal adjusted gross income; social
security benefits as defined and as provided in section 86 of the Internal Revenue
Code of 1954; sailroad retirement benefits as provided in section 72(5) of the
Internal Revenue Code of 1954; and sick pay paid under the Railroad Unemploy-
ment Insurance Act as provided in section 1050) of the Internal Revenue Code of
1954, provided that any amount subtracted under this clause may not be
subtracted under clause (6).

Sec. 11. Minnesota Statutes 1984, section 290.01, subdivision 20d, is
amended to read:

Subd. 20d. MODIFICATION FOR AMOUNTS TRANSFERRED TO
SURPLUS. Amounts transferred from a reserve or other account, if in effect
transfers to surplus, shall, for corporate taxpayers, to the extent that the amounts
were accumulated through deductions from gross income or entered into the
computation of taxable net income during any taxable year, be treated as gross
income for the year in which the transfer occurs, but only to the extent that the
amounts resulted in a reduction of the tax imposed by this chapter and amounts
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received as refunds on account of taxes deducted from gross income during any
taxable year shall be treated as gross income for the year in which actually
received, but only to the extent that such amounts resulted in a reduction of the
tax imposed by this chapter.

Sec. 12. Minnesota Statutes 1984, section 290.01, subdivision 20f, is
amended to read:

Subd. 20f. MODIFICATION FOR ACCELERATED COST RECOV-
ERY SYSTEM. A modification shall be made for the allowable deduction under
the accelerated cost recovery system, The allowable deduction for the acceler-
ated cost recovery system as provided in section 168 of the Internal Revenue
Code of 1954 shall be the same amount as provided in that section for
individuals, estates, and trusts with the following modifications:

(1) For property placed in service after December 31, 1980, and for
taxable years beginning before January 1, 1982, 15 percent of the allowance
provided in section 168 of the Internal Revenue Code of 1954 shall not be
allowed.

(2)(a) For taxable years beginning after December 31, 1981, and before
January 1, 1983, for 15-year real property as defined in section 168 of the
Internal Revenue Code of 1954, 40 percent of the allowance provided in section
168 of the Internal Revenue Code of 1954 shall not be allowed and for all other
property, 17 percent of the allowance shall not be allowed.

(b) For taxable years beginning after December 31, 1982, and with respect
to property placed in service in taxable years beginning before January 1, 1983,
for 15-year real property as defined in section 168 of the Internal Revenue Code
of 1954, 40 percent of the allowance provided in section 168 of the Internal
Revenue Code of 1954 shall not be allowed and for all other property 20 percent

. of the allowance shall not be allowed.

(3) For property placed in service in taxable years beginning after Decem-
ber 31, 1982, the allowable deduction shall be the amount provided by section
168 of the Internal Revenue Code of 1954.

(4) For property placed in service after December 31, 1980, for which the
taxpayer elects to use the straight line method provided in section 168(b)(3) or a
method provided in section 168(e)(2) of the Internal Revenue Code of 1954, the
maodifications provided in clauses (1) and (2) do not apply.

(5) For property subject to the modifications contained in clause (1) or (2)
above, the following modification shall be made after the entire amount of the
allowable deduction for that property under the provision of section 168 of the
Internal Revenue Code of 1954 has been obtained. The remaining depreciable
basis in those assets for Minnesota purposes shall be a depreciation allowance
computed by using the straight line method over the following number of years:
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(a) 3 year property - 1 year.
(b) 5 year property - 2 years.

(¢) 10 year property - 5 years.
(d) All 15 year property - 7 years.

(6) The basis of property to which section 168 of the Internal Revenue
Code of 1954 applies shall be its basis as provided in this chapter and including
the modifications provided in this subdivision. The recapture tax provisions
provided in sections 1245 and 1250 of the Internal Revenue Code of 1954 shall
apply but shall be calculated using the basis provided in the preceding sentence.
When an asset is exchanged for another asset including an involuntary conversion
and under the provision of the Internal Revenue Code of 1954 gain is not
recognized in whole or in part on the exchange of the first asset, the basis of the
second asset shall be the same as its federal basis provided that the difference in
basis due to clause (1) or (2) can be written off as provided in clause (5).

(7) The modifications provided in this subdivision shall apply before
applying any limitation to farm losses contained in section 290.09; subdivision 29-

¢8) The first taxable year after the entire amount of the allowable
deduction for that property under the provisions of section 168 of the Internal
Revenue Code of 1954 has been obtained, or where the straight line method
provided in section 168(b)(3) is used, the last taxable year in which an amount of
allowable depreciation for that property under section 168 is obtained, the
remaining depreciable basis in those assets for Minnesota purposes that is
attributable to the basis reduction made for federal purposes under section 48(q)
of the Internal Revenue Code of 1954 to reflect the investment tax credit shall be
allowed as a deduction. No amount shall be allowed as a deduction under
section 196 of the Internal Revenue Code of 1954,

Sec. 13. Minnesota Statutes 1984, section 290.032, subdivision 2, is
amended to read:

Subd. 2. The amount of tax imposed by subdivision 1 shall be computed
in the same way as the tax imposed under section 402(¢) of the Internal Revenue
Code of 1954, as amended through December 31, 1983, except that the initial
separate tax shall be an amount equal to ten times the tax which would be
imposed by section 296.03 290.06, subdivision 2c, if the recipient was an
unmarried individual zeferred to in such section electing to deduct federal income
taxes, and the taxable net income, excluding the credits allowed in section 290.06,
subdivision 3f, was an amount equal to one-tenth of the excess of

(i) the total taxable amount of the lump sum distribution for the year, over

(ii) the minimum distribution allowance, and except that references in
section 402(e) of the Internal Revenue Code of 1954, as amended through
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December 31, 1983, to paragraph (1)(A) thereof shall instead be references to
subdivision 1 of this section.

The amount of any distribution from a qualified pension or profit sharing
plan which is received as a lump sum distribution shall be reduced to the extent
of any contribution:

(1) not previously allowed as a deduction by reason of a change in federal
law which was not adopted by Minnesota for a taxable year beginning in 1974 or
thereafter; or

(2) designated as an employee contribution but which the employing unit
picks up and which is treated as an employer contribution and which was taxed

on the Minnesota return but not the federal return in the year the contribution
was made.

Sec. 14, Minnesota Statutes 1984, section 290.05, subdivision 3, is
amended to read:

Subd. 3. (a) An organization exempt from taxation under subdivision 2
shall, nevertheless, be subject to tax under this chapter to the extent provided in
the following provisions of the Internal Revenue Code:

(i) Section 527 (dealing with political organizations) and (ii) section 528
(dealing with certain homeowners associations) but

notwithstanding this subdivision, shall be considered an organization

exempt from income tax for the purposes of any law which refers to organizations
exempt from income taxes.

(b) The tax shall be imposed on the taxable income of political organiza-
tions or homeowner associations. The tax shall be at the corporate rates. The
tax shall only be imposed on income and deductions assignable to this state under
sections 290.17 to 290.20. Except for section 290.09; subdivision 29 To the
extent deducted in computing federal taxable income, the deductions contained in

sections 290.09 and 290.21 shall not be allowed in computing Minnesota taxable
net income, .

Sec. 15. Minnesota Statutes 1984, section 290.06, subdivision 2¢, 1is
amended to read:

Subd. 2¢. SCHEDULE SCHEDULES OF RATES FOR INDIVIDU-
ALS, ESTATES, AND TRUSTS. (2) The income taxes imposed by this chapter
upon married individuals; estates and trusts, other than those taxable as corpora-
tiens; shall filing joint returns who elect to deduct federal income taxes under

section 290.088 must be computed by applying to their taxable net income the
following schedule of rates:

G;Oathaﬁm%%eneaﬂdsiqﬁ-tenthspemmt—;
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(2) On the second $500; twe and two-tenths percent;
(3) On the next $1,000; three and five-tenths percent;
(4 On the next $1,000; five and eight-tenths percent;
(6) On the next $1,000; eight and eight-tenths percent;
(1) On the next $2,000; ten and two-tenths percent;
(8) On the next $2,000; eleven and five-tenths percent;
(9) On the next $3,500; twelve and eighi-tenths percent;
€10) On all over $12,500; and not over $20,000; fourteen percent;
(11) On all over $20,000 and not over $27;500; fifteen percent;
(12) On all over $27;500; sixtcen percent:

If taxable net income is:

not over $875

over $875 but not
over §1,7 31,750

over $1,750 but not
over $3,500

over $3,500 but not
over $5,375

over $5,375 but not
over $7 000

over $7,000 $7,000 but not

over $7,125

over $7,125 but not -

over $8,875
over $8, 38,875 but not
over $12, 375

over 3312 375 but not
over $14 $14,000
over $14,000 $14,000 but not
over $l6 000
over $16,000 but not
over $21,500
over $21,500 but not
over $22,125
over Sa22 125 but not
over \525 $25,500
over § _>25 525,500 but not
over $28,500
over $28,500 but not
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The tax is:

$1,042 plus 11 s 11 percent
of the excess over $16,000

$1 647 plus 11.3 percent
of the excess over $21,500

$1,718 plus 12.3 2.3-percent
of the excess over $22,125

$2,133 plus 12.6 2.6 percent
of the excess over $25,500

$2,511 plus 13.7 13 7 percent
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over $31,750 of the excess over $28,500
over $31,750 $2,957 plus 14.0 percent

of the excess over $31,750

(b) The income taxes imposed by this chapter upon all other married

individuals filing joint returns must be computed by applying to their taxable net
income the following schedule of rates:

If taxable net income is:

not over $1,200
over $1,200 but not

The tax is:

1.7 percent
$20 plus 2.1 percent of the

over §1,700 excess over $1,200

over $1,700 but not $31 plus 2.3 percent of the
over $2,700 excess over $1,700

over $2,700 but not $54 plus 3.3 percent of
over $5,600 the excess over $2,700
over $5,600 but not $150 plus 5.3 percent of
over $9,100 the excess over $5,600
over §9,100 but not $335 plus 6.8 percent of
over $12,600 the excess over $9,100
over $12,600 but not $573 plus 8.5 percent of
over $17,800 the excess over $12,600
over $17,800 but not $1,015 plus 9.3 percent of
over $30,800 the excess over $17,800
over $30,800 $2,224 plus 9.9 percent of

the excess over $30,800

@) (c) The income taxes imposed by this chapter upon unmarried
individuals, married individuals filing separate returns, estates, and trusts that
elect to deduct federal income taxes under section 290.088 must be computed by
applying to taxable net income the following schedule of rates

If taxable net income is: The tax is:
not over $700 1.3 percent

over $700 but not $9 plus 1.9 percent of the
over $1,400 ‘ excess over $700
aver $22 plus 3.2 percent of the

|

—
B
]
o
=1
=]

=4

|
l‘
|

over $2,800 excess over $1,400

over $2,800 but not $67 plus 5.4 percent of
over $4,300 the excess over $2,800
over $4,300 but not $148 plus 6.9 percent of
over $5,700 the excess over $4,300
over $3,700 but not $245 plus 8.4 percent of
over $7,100 the excess over $5,700

Q
<
a
"
>
g
o
L
=
-+

$362 plus 9.8 percent of

|
|
|
|

over $9,900 the excess over $7,100
over $9,900 but not 8637 plus 11.1 percent of
over $12,800 the excess over $9,900
over $12,800 but not $959 plus 12.4 percent of
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over $15,400 ) the excess over $12,800
over $15,400 but not $1,281 plus 13.6 percent of
over $19,400 the excess over $15,400
over $19,400 $1,825 plus 14 percent

of the excess over $19,400

(d) The income taxes imposed by this chapter upon all other unmarried
individuals, married individuals filing separate returns, estates, and trusts must be
computed by applying to taxable net income the following schedule of rates:

If taxable net income is: The tax is:
not over $300 1 percent
over $300 but not $3 plus 1.3 percent of the
over $600 excess over $300
over $600 but not $7 plus 1.6 percent of the
over 900 excess over $600
over 5900 but not $12 plus 2.1 percent of
over $1,300 the excess over $900
over $1,300 but not $20 plus 2.7 percent of
over $2,000 the excess over $1,300
over $2,000 but not $39 plus 3.7 percent of
over $2,800 - the excess over $2,000
over $2,800 but not $69 plus 4.5 percent of
over $4,300 the excess over $2,800
over $4,300 but not $136 plus 6.1 percent of
over $6,400 the excess over $4,300
over $6,400 but not $264 plus 7.5 percent of
over $9,400 the excess over $6,400
over $9,400 but not $489 plus 9.3 percent of
over $16,200 the excess over $9,400
over $16,200 $1,122 plus 9.9 percent

of the excess over $16,200

() In lieu of a tax computed according to the rates set forth in clause €a)
of this subdivision, the tax of any individual taxpayer whose taxable net income
for the taxable year is less than $46;000 shall an amount determined by the
commissioner must be computed in accordance with tables prepared and issued
by the commissioner of revenue based on income brackets of not more than $100.
The amount of tax for each bracket shall be computed at the rates set forth in
this subdivision, provided that the commissioner may disregard a fractional part

of a dollar unless it amounts to 50 cents or more, in which case it may be
increased to $1.

"¢e) () An individual who is not a Minnesota resident for the entire year
must compute his Minnesota income tax as provided in elause ¢a) this subdivi-
sion. After the application of the nonrefundable credits provided in this chapter,
the tax liability must then be multiplied by a fraction in which:
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